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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Members of the City Council:

We have audited the accompanying financial statements of the governmental
activities, the business type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund informatiom
of the City of Guttenberg, Iowa, as of and for the year ended June 30, 2011,
which collectively comprise the City's basic financial statements listed
in the table of contents. These financial statements are the responsibility
of the City of Guttenberg's management. Our responsibility is to express
opinions on these financial statements based on our audit. We did not audit
the financial statements of the Guttenberg Municipal Hospital, which represent
99.5 percent, 99.8 percent and 99.9 percent, respectively of the cash basis
net assets, receipts and disbursements of the aggregate discretely presented
component units. Those financial statements were audited by other -independent
auditors whose report has been furnished to us, and our opinions, insofar
as they relate to the amounts included for the Guttenberg Municipal Hospital,
are based solely upon the report of the other independent auditors.

We conducted our sudit in accordance with U.S. generally accepted auditing
standards, and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards and provisions require that we plan and perform
the audit to obtain reasonable assurance about whether the financial state—
ments are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used
and significant estimates made by manangement, as well as evaluating the
overall financial statement presentation. We believe our audit and the report
of other auditors provide a reasonable basis for our opinions.

As described in Note 1, these financial statements were prepared on the basis
of cash receipts and disbursements, which is a comprehensive basis of account-
ing other than U.S. generally accepted accounting principles. Also, as per—
mitted by the Code of Towa, the accounting records of the City have not been
audited for all prior years. Accordingly, we were unable to satisfy ourselves
as to the distribution by activity of the cash basis net assets and by fund

of the cash balances at July 1, 2010.




In our opinion, based on our audit and the report of other auditors, except
for the effects of such adjustments, if any, as might have been determined
to be necessary had we been able to verify the distribution by activity of
the cash basis net assets and by fund of the cash balances at July 1, 2010,
as discussed in the preceeding paragraph, the financial statements referred
to above present fairly, in all material respects, the respective cash basis
financial position of the governmental activities, the business type act-—
ivities, the apgregate discretely presented component units, each major fund,
and the aggregate remaining fund infeormation of the City of Guttenberg as
of June 30, 2011, and the respective changes in cash basis financial position
for the year then ended in conformity with the basis of accounting described
in Note 1.

In accordance with Government Auditing Standards, we have also issued our
report dated March 16,2012 on our consideration of the City of Gutten-—
berg's internal control over financial reporting and our tests of its compli-—
ance with certain provisions of laws, regulations, contracts and grant agree-—
ments and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on internal
control over financial reporting or compliance. That report is an integral
part of an audit performed in accordance with Covernment Auditing Standards
and should be considered in assessing the results of our audit.

Management's Discussion and Analysis and budgetary comparison information
on pages 7 through 14 and 37 and 38 are not required parts of the basic fin-
ancial statements, but are supplementary information required by the Govern—
mental Accounting Standards Board. We have applied certain limited proce-
dures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary inform-
ation. We did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the City of Guttenberg's basic financial
statements. Other supplementary information included in Schedules 1 through
5, including the Schedule of Expenditures of Federal Awards required by U.S.
Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non—Profit Organizations, is presented for purposes of ad-

ditional analysis and is not a required part of the basic financial state—
ments. Such information has been subjected to the auditing procedures applied
in our audit of the basic financial statements and, except for the effects
of such adjustments, if any, as might have been determined to be necessary
had we been able to verify the distribution by fund of the cash balances




at July 1, 2010, as itrelates to Schedule 2, as discussed in the third para-
. graph is fairly stated in all material respects in relation to the basic
financial statements taken as a whole,

March 16, 2012 ‘19% ,lgc*mﬂ/ *&7@7,

Elkader, Iowa Dietz%/Donald and Company
Certified Public Accountants
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MANAGEMENT 'S DISCUSSION AND ANALYSIS

The City of Guttenberg provides this Management's Discussion and Analysis
of its financial statements. This narrative overview and analysis of the
financial activities is for the fiscal year ended June 30, 2011. We encourage
readers to consider this information in conjunction with the City's financial
statements, which follow.

Since the City is not required to be audited annually, much of the in-
formation is not easily comparable to prior years. Comparative data has
been provided if available.

2011 FINANCIAL HIGHLIGHTS

The cash basis net assets of the City's govermmental activities decreased
$ 896,904 in part, to completion of several capital projects.

The cash basis net assets of the City's business activities increased
$ 152,599 due to increases in rates.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other
information, as follows:

Management's Discussion and Analysis introduces the basic financial
statements and provides an analytical overview of the City's financial
activities.

The Government-wide Financial Statement consists of a Statement of Act-
ivities and Net Assets. This statement provides information about the

activities of the City as a whole and presents an overall view of the
City's finances.

Telephane (563) 252-1161 . FAX {563) 252-3157 E-mail: gbergcty@alpinacom.net




The Fund Financial Statements tell how government services were financed
in the short term, as well as what remains for future spending. Fund
financial statements report the City's operations in more detail than
the government-wide statement by providing information about the most
significant funds.

Notes to Financial Statements provide additional information essential
to a full understanding of the data provided in the basic financial
statements.

Required Supplementary Informstion further explains and supports the
financial statements with a comparison to the City's budget for the
year.

Other Supplementary Information provides detailed informationm about
the discretely presented component units, the nonmajor governmental
funds and the City's indebtedness. In addition, the Schedule of Expend-
itures of Federal Awards provides details of various federal programs
benefiting the City.

The City maintains its financial records on the basis of cash receipts
and disbursements, and the financial statements of the City are prepared
on that basis. The cash basis of accounting does not give effect to accounts
receivable, accounts payable and accrued items. Accordingly, the financial
statements do not present financial position and operational results of funds
in accordance with U.S. generally accepted accounting principles. Therefore,
when reviewing the financial information and discussion within this annual

report, readers should keep in mind the limitations resulting from the use
of the cash basis of accounting.

REPORTING THE CITY'S FINANCIAL ACTIVITIES
The City's Reporting Eﬁtity Presentation

This annual report includes all activities for which the City of Gutten-
berg City Council is fiscally responsible. These activities defined as the
City's reporting entity, are operated within a separate legal entity that

is the primary government and other separate legal entities that are included
as component uynits.

The primary government consists of one legal entity, the City of Gutten—
berg. '

- The component unit presentation consists of two legal entities, the
Guttenberg Municipal Hospital and the Guttenberg Firefighters Association.




Government—wide Financial Statement

One of the most important questions asked about the City's finances
ig, "Is the City as a whole better off or worse off as a result of the year's
activities?" The Statement of Activities and Net Assets reports information
which helps answer this question.

The Statement of Activities and Net Assets presents the City's net as—
sets. Over time, increases or decreases in the City's net assets may serve
as a useful indicator of whether the financial position of the City is im-
proving or deteriorating.

The Statement of Activities and Net Assets is divided into three kinds
of activities.

Govermmental Activities include public safety, public works, health
and social services, culture and recreation, community and economic
development, general government, debt service and capital. projects.
Property tax and state and federal grants finance most of these: act—
ivities,

Business Type Activities include the water works, sanitary sewer
and electric systems. These activities are financed primarily by
vser fees and related charges,

Discretely Presented Component Units consist of the Guttenberg Mu-
nicipal Hospital and the Guttenberg Firefighter's Association, legal-
ly separate organizations that have the potential to provide specific
benefits or impose specific financial burdens on the City.

Fund Financial Statements
The City has two kinds of funds:

1) Govermmental funds account for most of the City's basic services.
These focus on how money flows into and out of those funds and the balances
at year—end that are available for spending., The governmental funds include:
1) the General Fund, 2) the Special Revenue Funds, such as Local Option Sales
Tax and Employee Benefits, 3) the Debt Service Fund, 4) the Capital Projects
Fund and 5) the Permanent Fund. The governmenta! fund financial statements
provide a detailed, short-term view of the City's general government opera-
tions and the basic services it provides. Governmental fund information
helps determine whether there are more or fewer financial resources that
can be spent in the near future to finance the City's programs.

The required financial statement for governmental funds is a statement
of cash receipts, disbursements and changes in cash halances.

2) Proprietary funds account for the City's Enterprise Funds and the




Internal Service Fund. Enterprise funds are used to report business type
activities. The City maintains three Enterprise Funds to provide separate
information for the Water, Sewer and Electric Funds, considered to be major
funds of the City. Internal Service Funds are an accounting device used
to accumulate and allocate costs internally samong the City's various fun-—
ctions.

The required financial statement for proprietary funds is a statement
of cash receipts, disbursements and changes in cash balances.

Reconciliations between the government-wide statement and the fund fin—
ancial statements follow the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financial posi-
tion. The City's cash balance for governmental activities decreased from
a year ago, decreasing from $ 2,022,800 to $§ 1,125,896. The analysis that
follows focuses on the changes in cash basis net assets of goverumental act—
ivities.

Changes in Cash Basis Net Assets of Governmental Activities

Year ended
June 30, 2011

Receipts:
Program receipts:
Charges for service $ 477,289
Operating grants, contributions and restricted interest 210,370
Capital grants, contributions and restricted interest 1,049,890
General receipts:
Property tax 1,077,703
Local option taxes 181,653
Unrestricted grants ' 4,400
Unrestricted interest on investments 1,913
Bond proceeds 372,737
Other general receipts - 22,610
3,398,565
Disbursements:
Public safety 485,617
Public works 395,843
Health and social services 5,613
Culture and recreation 355,651
Community and economic development 260,072
General government 226,101
Debt service , 521,336
Capital projects 2,151,252
Total disbursements 4,401,485
_Change in cash basis net assets before transfers (1,002,920)
Transfers, net 106,016
Change in cash basis net assets (896,904)
Cash basis net assets beginning of year 2,022,800

Cash basis net assets end of year $ 1,125,896
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The cash basis net assets of the City's governmental funds decreased
primarily due to completion of capital projects during the year.

The cost of all governmental activities this year was $ 4,401,485.
However, as shown in the Statement of Activities and Net Assets on page 16—
17, the amount taxpayers ultimately financed for these activities was only
$ 2,663,936 because some of the cost was paid by those directly benefited
from the programs ($ 477,289) or by other governments and organizations that
subsidized certain programs with grants, contributions and restricted interest
($ 1,260,260). The City paid for the remaining "public benefit™ portion
of governmental activities with $ 1,259,356 in tax (some of which could only
be used for certain programs) and other receipts such as igssuing honds.

Changes in Cash Basis Net Assets of Business Type Activities

Year Ended
June 30,
2011
Receipts:
Program receipts:
Charges for service:
Water $ 362,622
Sewer 353,112
Electric 2,302,336
Storm water 12,346
Capital grants 500,000
General receipts:
Unrestricted interest on investments 3,825
Bond proceeds 598,667
Other receipts 5,174
Total receipts 4,138,082
Disbursements:
Water 244,739
Sewer 1,509,672
Electric 2,102,999
Storm water 22,057
Total disbursements 3,879,467
Change in cash basis net assets before transfers 258,615
Transfers, net ' {106,016)
Change in cash basis net assets 152,599
Cash basis net assets beginning of year 831,609
Cash basis net assets end of year ' , $ 984,208

Total business type activities cash basis net assets increased from
a year ago, from $ 831,609 to $ 984,208. The overall increase is a result
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of the City collecting additional utility fees and completing financing for
a capital project,

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Guttenberg completed the year, its governmental funds
reported a combined fund balance of $ 1,125,896, a decrease of $ 896,904
from last year's total of § 2,022,800. The following are the major reasons
for the changes in the fund balances of the major funds from the prior year.

The General TFund cash balance increased $ 14,625 from the prior year
to a year-end balance of § 507,322. This increase was primarily due
to a decrease in General Fund dishursements.

The Special Revenue, Employee Benefit Fund cash balance increased
$ 7,449 to $ 180,663 as disbursements for the year were less than pro-
perty tax receipts.

The Special Revenmue, Local Option Szles Tax Fund cash balance increased
$ 39,396 to $ 178,223 as sales tax collected of $§ 153,024 exceeded dis-
bursements.

The Special Revenue, Revolving Loan Fund cash balance decreased $ 149,169
to $ 235,042 as $§ 180,000 was transferred to the Guttenberg FEconomic

and Industrial Development Committee to purchase additional property
in the City.

The Debt Service Fund cash balance decreased § 39,325 to a balance of
$ 5,035 as previously accumulated funds were used to retire debt.

The Capital Projects Fund cash balance decreased $ 736,524 to a deficit

of $ 357,229. Over $ 2.116 million was spent on capital projects in
fiscal 2011.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

The Water Fund cash balance increased § 92,384& to a year—end balance

of $ 126,437. This increase was due primarily to an increase in water
receipts.

The Sewer TFund cash balance decreased $ 56,355 to a year—end balance
of $ 338,430, The decrease was due to $ 1,198,246 being spent on a

capital project, while current year financing for the project totaled
only $ 1,098,667.

The Electric Fund, cash balance increased $ 126,471 to a year—end balance
- of $ 461,882,

12




BUDGETARY HIGHLIGHTS

Over the course of the year the City amended its budget once. The amend-
ment was approved on May 11, 2011 and included an additional $ 200,000 for
flood control and $ 500,000 for additional electrical disbursements.

The City's receipts were $ 1,090,010 more than budgeted. This was Pr%—
marily due to a $ 500,000 grant that was not included in the budget and utili-
ty receipts being $ 517,324 more than budgeted.

Total disbursements were $ 1,157,679 less than budgeted. This was pri-
marily due to the City overestimating the cost of flood control and the mu—
nicipal marina.

DEBRT APMINISTRATION
At June 30, 2011, the City had § 3,905,644 in bonds and notes outstanding

compared to $ 3,403,770 last year. The chart below segregates the City's -
debt into its component parts.

Outstanding Debt at Year—Ead

June 30,
2011 2010
General obligation notes . $ 485,000 587,835
General obligation bonds 1,915,000 2,170,000
TIF revenue notes - 53,695
Revenue bonds 1,505,644 582,240

Total : $ 3,905,644 3,403,770

The Constitution of the State of Iowa limits the amount of general obli-
gation debt cities can issue to 5% of the assessed value of all taxable pro—
perty within the City's corporate limits. The City's outstanding general
obligation debt is $ 2,400,000 well below its constitutional debt limit of
$ 5,705,581,

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The City of Guttenberg's elected and appointed officials and citizens
considered many factors when setting the fiscal year 2012 budget. The City
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population has trended downward over the last 40 years. Assessed valuations
rogse approximately 0.8%.

The City's total property tax levy was set at $ 14.82453 per $ 1,000
of taxable valuation, a 1.8% decrease from fiscal year 2011. Comparisons
between the 2011 and 2012 budgets are difficult, since the municipal hospital
was not included in the 2011 budget.

If these estimates are realized, the City's budgeted cash balance is
expected to decrease approximately $ 280,000 by the close of fiscal year
2012.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers,
customers and creditors with a general overview of the City's finances and
to show the City's accountability for the money it receives. If you have
questions about the report or need additional financial information conLact
Barry Dykhuizen, City Manager, P.0. Box 580, Guttenberg, Iowa 52052.
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STATRMENT OF ACTIVITTES AND NET ASSELS-CASH BASIS

CITY OF GUFTEMRERG

As of and for the Year Pnded Jime 30, 2011

Exhibit A

Program Receipts Prinery Goveroment
Operating Capital Net: (Disbursements) Receipts and Aggregate
Grants, Grants, Changes in Cesh Besis Net Assets Discretely
Contributions  Contrihutions Presented
(harpes for  and Restricted  and Restricted  Governmental — Business Type Component
Dishursaments Servire Interesg Interest Activities Activities Total Units
Funciions/Programs:
Covernmental acidvities:
Public safety § 485,617 42,556 1,263 - (439,382) - (439,382) -
Public worls 395,843 213,935 150,296 - 7,688 - 7,608 -
Health and social services 5,613 = - - (5,613) - (5,613) -
Qulture and recreation 355,658 193,284 15,504 - (206,863) - {206,863) -
Community and economic
developrent 260,072 61,720 2,715 - {105,577) - (395,577) -
General government 22,101 23,786 - - (202,317) - {237 -
Debt service 521,336 - 526 - (520,810} - (520,810} -
Capital projects 2,151,352 30 - 1,000,800  (1,101,062) ~ (1,101,062) -
Total govertmental
activities 4,401,485 477,289 210,370 1,049,850 (2,663,936) - {2,603,9%6) =
Business type activities:
Water 24,739 362,622 - - - 117,883 117,883 -
Sever 1,509,672 353,112 - 500,000 - (656,560) (656,560) -
Flectric 2,102,999 2,302,336 - - - 199,337 199,337 -
Stomm water 22,057 12,36 - - - (9,711} (9,711) -
Totsl business type
activities 3,879,467 3,080,416 s 500,000 - (348,051) {349,051} =
Total primary govermment 3 8,750,552 3,507,705 0,370 ,936 . ,012,
Agpresate discretely presented
component: untts $ 26,659,640 8,812,797 362,452 396,534 (17,057.857)
General Receipts and Treasfers:
Proj tax and other city tex levied for:
s mEnwomE wwwuqmw - 717,781
servi - 2
T 2, o Enwom - %“%
Locsl option sales tax 153,024 - 153,024
Hotel /motel tax 28,629 - 28,629
Grants oot restricted to specific purpose 4,400 - by 40
ﬁmﬁ&nn& earming on investments 1,013 3,825 5,738 54,724
ond proceeds 372,737 598,667 971,404 8,455,000
Miscellanecus 12,5610 5,174 17 “u..mk 65,419
Sale of assets 10,000 - 10,000 20,600
Transfers 106,016 (106,016) - -
.mwmn”w mmumHmH. nmmrnwnrmMMﬂm MEP ﬂ..mum,mmﬁnm 5 1,767,082 501,650 2,768,682 B.625,743
e in net assef 4
Gl o arts beglning of yor LD S asndy s
(ash basis net assets end of year § 1,195,8% 984,208 2,110,104 7,223,394

(continued)
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Cash Basis Net Assets:
Restricted:
Nonexpendable:
Community
Foundation
Cemetery perpetual
care
Meter deposits
Expendable:
Urban renewal
purposes
Debt service
Economic
development
Streets
Watershed
improvement
Other purposes
Unrestricted

Total cash hasis
net assets

See notes to the financial statements.

CITY OF GUTTENBERG
STATEMENT OF ACTIVITIES AND NET ASSETS-CASH BASIS
As of and for the Year Ended June 30, 2011

Exhibit A

(continued)

Aggregate

Discretely

Primary Government Presented

Governmental  Business Type Component
Activities Activities Total Units

$ _ - - 10,000

83,149 - 83,149 =

- 2,811 9,811 -

98,498 - 08,498 -

5,035 111,179 116,214 2,855,128

310,792 - 310,792 -

266,209 - 266,200 -

26,166 - 26,166 -

185,954 - 185,954 334,311

150,093 863,218 1,013,311 4,028,995

$ 1,125,896 984,208 2,110,104 7,228,394




Raceipts:
Property tax
Tax increment

financing
Cther city tax

Licenses and permits

Use of money and
praperty
Intergovernmental
.Charges for service
Special assessments
Miscellaneous
Total receipts
Disbursements:
Operating:
Fublic safety
Public works
Health and
socisl services
Culture and
recreaticn

AND CHANGES IN CASH BALANCES

CITY OF GUTTENBERG
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

GOVERNMENTAL FUNDS
Az of and for the Year Ended June 30, 2011

Exhibit B

Special Ravenue

Community and economic

development

General government

Debt service
Capital projects

Total disbursements

Excess (defieiency) of
receipts over {(under)
disbursements

Dther financing sources

(uges):
Bond proceeds

QOperating transfers in
Operating transfers ocut
Total other financing

sources (uses)

Net change in cash
balances

Cash balances beginning

of year

Cash balances end of year $

(continued)

Local
Employea Opticn Revolving Debt Capital
General Benefit Sales Tax Loan Service Projects Nonmajor Total
§ 533,536 175,607 - - 232,559 - - 941,702
_ - - - - - 124,706 124,706
35,126 2,142 153,024 - 2,656 - - 192,948
7,200 - - - - - - 7,200
41,362 604 15,715 1,545 526 367 61,324 121,443
79,885 - - - - g98,201 232,539 1,310,715
257,618 - - - - - - 257,618
- - 5,955 - - - - 5,955
43,436 - - - - 8,200 11,905 63,541
598,163 178,353 174,694 1,545 235,741 1,006,858 430,474 3,025,828
415,802 69,815 - - - - - 485,817
200,259 33,724 9,632 - - - 152,228 395,843
5,464 - - - - - 149 5,613
328,771 26,880 - - - - - 355,651
27,754 - - - - - 232,318 260,072
185,616 40,485 - - - - - 226,101
- - - - 521,336 - - 521,336
- - - - -~ 2,116,119 35,133 2,151,252
1,163,666 170,904 9,632 - 521,336 2,116,119 419,828 4,401,485
(165,503) 7,449 165,062 1,545 (285,595)  (1,109,261) 10,646 (1,375,657)
- - - - - 372,737 - 372,737
180,128 - - 29,286 246,270 - 180,000 635,584
- - (125,666} {180,000) - - (224,002) (529,668)
180,128 - (125,666) {150,714) 246,270 372,737 {44,002) 478,753
14,625 7,449 39,396 {149,169) (39,325) (736,524} {33,356} (896,904}
492,697 173,214 138,827 384,211 44,360 379,285 410,196 2,022,800
507,322 180,663 178,223 233,042 5,035 (357,229) 376,840 1,125,896

18




Exhibit B
{continued)

CITY OF GUITENEERG
STATEMENT OF CASH RECKIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES
GOVERNMENTAL FURDS
As of and for the Year Ended June 30, 2011

Special Revenue

Local
Enployee Option Ravolving Debt Capital
General Benefit Sales Tax Logn Service Projacts Nonmajor Total

Cash Basis Fund Balances:
Non—-spendable

Cemetery perpetual

care $ - - - - - - 83,149 83,149
Restricted for:

Urban renswal

purposes - - - - - - 08,498 98,495
Debt service - - - - 5,035 - - 5,035
Economic development - - - 235,042 - - 75,750 310,792
Streets - - 178,223 - - - 87,986 266,209
Watershed improvement - - - - - - 26,166 26,166 !
Qther purposes - 180,662 - - - - 5,291 185,954
Committed for: .
Library 84,705 - - . - - - - 84,705
Recreation 8,834 - - - - 30,173 - 39,027 -
Ambulance replacement 24,123 - - - - - - 24,123 . i
Fire truck replacementc 4,497 - - - - - - 4,407 |
Cemetery 60,837 - - - - 45,611 - 106,448
Flood control - - - - - 202 - 202
Unassigned 324,306 - - - - (433,215) - (108,909)
Total cash basis
fund balances $ 507,322 180,663 178,223 235,042 5,035 (357,229) 376,840 1,125,896

See notes to financial statements, , {
i
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CITY OF GUTTENBERG

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES

PROPRIETARY FUNDS

As of and for the Year Ended June 30, 2012

Cperating receipts:

Charges for service
Operating disbursements:

Busineas type activities
Excess (deficiency) of operating receipts
over (under) operating disbursements
Nonwoperating receipts (disbursements):

Intergoveromental

Tnterest on investmentcs

Meter deposits

Revenue bond proceeds

Debt service

Capital projects

Net non—operating receipts (disbursements)

Excess (deficieney) of receipts over (under)
disbursements
Operating transfers:

In

Cut

Net operating transfers

Net change in cash balances
Cash balances beginning of year

Cesh balances end of year

{ash Basis Fund Balances:
Restricted:
Nenexpendable;
Meter deposits
Expendable:
Debt service
Unrestricted

Total cash basiz fund balances

See notes to financial statements.
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Bxhibit C

Internal
Enterprise Service

Nonmaj or
Water Sewer Electric Storm Weter Total Payroll
$ 362,622 353,112 2,302,336 12,346 3,030,416 412,606
212,547 260,650 2,102,299 22,057 2,598,253 412,897
150,075 92,462 199,337 (9,711) 432,163 (201}
- 500,000 - - 500,000 -
38% 1,538 1,797 101 3,825 -
- - 5,465 - 5,465 -
- 598,667 - ' - 598,667 -
(32,192) (50,776) - - (82,968} -
- (1,198,246) - - {1,198,246) =
(31,803) {148,817) 7.262 101 (173,257) -
118,272 (56,355) 206,599 (9,610) 258,900 (201)
- - 100,000 - 100,000 -
(25,888) - (180,128} - (206,016) =
(25,888} = (80,128) - (106,0168) -
92,384 (56,355) 126,471 (9,610) 152,890 (291)
34,053 354,785 335,411 35,705 760,954 31,655
% 126,437 338,430 461,882 26,095 952,844 31,364
3 - - 9,811 - 9,811 -
42,808 68,371 - - 111,178 -
83,629 270,035 452,071 26,093 831,854 31,364
§ 126,437 338,430 461,882 26,095 052,844 31,364




Exhihit D

CITY OF GUTTENBERG

RECONCILIATION OF THE STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

AND CHANGES IN CASH BALANCES
TO THE STATEMENT OF ACTIVITIES AND NET ASSETS —
PROPRIETARY FUNDS
As of and for the year Ended June 30, 2011

Total enterprise funds cash balance (page 20)

Amounts reported for business type activities in the
Statement of Activities are different because:

The Internal Service Fund is used by management

to charge the costs of payroll to individual funds.
The assets of the Internal Service Fund are included
in business type activities in the Statement of

Net Assets

Cash basis net assets of business type activities (page 16)

Net change in cash balances (page 20) -

Amounts reported for business type activities in the
Statement of Activities and Net Assets are different
because:

The Internal Service Fund is used by managment

to charge the costs of payroll to individual funds.
The change in net assets of the Internal Service
Fund is reported with business type activities

Change in cash balance of business type activities (page 16)

See notes to financial statements.
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$ 952,844

31,364

$ 984,208

$ 152,890

(291)

$ 152,599




CITY OF GUTTENBERG
Notes to Financial Statements
June 30, 2011

(1) Summary of Significant Accounting Policies

The City of Guttenberg is a political subdivision of the State of Iowa
located in Clayton County. It was first incorporated in 1851 and oper-
ates under the Home Rule provisions of the Constitution of Iowa. The
City operates under the Mayor-Council form of government with the Mayor
and Council Membérs elected on a non—partisan basis. The City provides
nunerous services to citizens including public safety, public works,
health and social services, culture and recrestion, community and eco-
nomic development, and general government services. The City also
provides water, sewer and electric utilities for its citizens.

A. Reporting Entity

For financial reporting purposes, the City of Guttenberg has in-
cluded all funds, organizations, agencies, boards, commissions,
and authorities. The City has also considered all potential com-—
ponent units for which it is financially accountable and other
organizations for which the nature and significance of their re-
lationship with the City are such that exclusion would cause the
City's financial statements to be misleading or incomplete. The
Governmental Accounting Standards Board has set forth criteria
to be considered in determining financial accountability. These
criteria include appointing a voting majority of an organization's
governing body, and (1) the ability of the City to impose its will
on that organization or (2} the potential for the organization
to provide specific benefits to or impose specific financial burdens
on the City. The City has three component units which meet the
Governmental Accounting Standards Board criteria.

Blended Component Unit

A blended component unit is a separate legal entity that meets
the component unit criteria. In addition, the blended component
unit's governing body is the same or substantially the same as
the City Council, or the component unit provides services entire-
ly to the City. The component units funds are Blended into those of
the City by appropriate fund type to constitue the primary govern—
ment presentation. The City has one component unit that meets the
blending criteria.
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The Guttenberg Economic and Industrial Develcpment Committee (GEIDC)
was organized under Chapter 504A of the Code of Jowa as a non—profit
organization that uses funds from the City Revolving Loan Fund
to purchase properties in the City that have development potential.
Tt is included in GEIDC Special Revenue Fund.

Discretely Presented Component Units

Discretely presented component units are seperate legal entities
that meet the component unit eriteria but do not meet the criteria
for blending. The component units that are discretely presented
in the City's report are presented below:

Guttenberg Municipal Hospital

Guttenberg Municipal Hospital (Hospital) is a 25-bed public hospital
located in the City. It is organized under Chapter 392 of the
Code of Iowa and governed by a five member Board of Trustees elected
for alternating terms of four years. The Hospital issues a publicly
available audited financial report that includes financial state-
ments and required supplementary information. The report may be
obtained hy writing to: Guttenberg WMunicipal Hospital; Attn:
Administration; P.0. Box 550; Guttenberg, ITowa 52052-0550.

Guttenberg Firefighter's Association

The Guttenberg Firefighter's Association was created in April,
2009 to collect donations which are used to purchase items not
included in the City's budget and to make donations to the City
to help finance the purchase of fire equipment. Although all volun—
teer fireman are approved by the City Council, the Association
elects its own governing board. The Guttenberg Firefighter's As-—
sociation does not issue separately audited component unit financial
statements.

Jointly Governed Organizations

The City participates in several jointly governed organizations
that provide goods or services to the citizenry of the City but

“do not meet the criteria of a joint venture since there is no on-

going financial interest or responsibility by the participating
governments. City officials are members of the following boards
and commissions: Clayton County Assessor's Conference Board, Clay-
ton County Emergency Management Agency and the Clayton County Joint
E911 Service Board, Clayton County Solid Waste Management Commission
and Clayton County Communications Board.

Basis of Presentation

Government-wide Financial Statement - The Statement of Activities

and Net Assets reports information on all of the nonfiduciary act-
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ivities of the City. For the most part, the effect of interfund
activity has been removed from this statement. Governmental act—
ivities, which are supported by tax and intergovernmental receipts,
are reported separately from business type activities, which rely
to a significant extent on fees and charges for service. Activity
between the primary govermnment {(the City) and the discretely pre-
sented component units are reported as if they are classified sepa-—
rately from internal activities within the primary government.

The Statement of Activities and Net Assets presents the City's
nonfiduciary net assets. Net assets are reported in the following
categories/components:

Nonexpendable restricted net assets are subject to externally
imposed stipulations which require them to be maintained per-—
manently by the City, including the City's Permanent TFund.

Expendable restricted net assets result when constraints placed
on net asset use are either externally imposed or imposed by
law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of net assets not meeting the
definition of the preceding categories. Unrestricted net assets
often have constraints on resources 1mposed by management which
can be removed or medified.

The Statement of Activities and Net Assets demonstrates the degree
to which the direct disbursements of a given function are offset
by program receipts. Direct disbursements are those clearly identi-
fiable with a specific function. Program receipts include 1) charges
to customers or applicants who purchase, use or directly benefit
from goods, services or privileges provided by a given function
and 2) grants, contributions and interest on investments restricted
to meeting the operational or capital requirements of a particular
function, Property tax and other items not properly included among
program receipts are reported instead as general receipts.

Fund Financial Statements - Separate financial statements are pro-
vided for govermmental funds and proprietary funds. Major indi-
vidual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements.
All remaining governmental funds are aggregated and reported as
nonmajor governmental funds,

The City reports the following major govermmental funds:

The General Fund is the general operating fund of the City.
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All general tax receipts from general and emergency levies and
other receipts not allocated by law or contractual agreement
to scme other fund are accounted for inm this fund. From the
fund are paid the general operating disbursements, the fixed
charges and the capital improvement costs not paid from other
funds.

Special Revenue:

The Employee Benefit Fund is used to account for the property
taxes collected under the employee benefit levy to be used
for paying employee benefits with the exception of those
paid through Enterprise Funds.

The Tocal Option Sales Tax Fund is used to account for the
gsales tax allocation from the State of Towa to be used ac-
cording to voter referendum.

The Revolving Loan Fund is used to account for the receipts
from revolving loan proceeds collected from horrowers to
help stimulate economic development in the area.

The Debt Service Fund is utilized to account for property tax
and other receipts to be used for the payment of interest and
principal on the City's long-term debt.

The Capital Projects Fund is utilized to account for all ~re-
sources used in the acquisition and construction of capital
facilities, with the exception ¢f those financed through Enter—
prise Funds.

The City reports the following major proprietary funds:

The Enterprise, Water Fund accounts for the operation and main-
tenance of the City's water system.

The Enterprise, Sewer Fund accounts for- the operation and main-
tenance of the City's wastewater treatment and sanitary sewer
system.

The Enterprise, Electric Fund accounts for the operation and
maintenance of the City's electric system.

The City also reports the following additional proprietary fund:

An Internal Service Fund is utilized to account for the financing
of goods or services purchased by one department of the City

25




C.

and provided te¢ other departments or agencies on a cost re—
imbursement basis.

Meagurement Focus and Basis of Accounting

The City maintains its financial records on the basis of cash re-
ceipts and disbursements and the financial statements of the City
are prepared on that basis, The cash basis of accounting does
not give effect to accounts receivable, accounts payable and accrued
items. Accordingly, the financial statements do not present fin-
ancial position and results of operations of the funds in accordance
with U.S. generally accepted accounting principles.

Under the terms of grant agreements, the City funds certain programs
by a combination of specific cost-reimbursement grants, categorical
block grants and general receipts. Thus, when program disbursements
are paid, there are bhoth restricted and unrestricted cash bhasis
net assets available to £finance the program. It is the City's
policy to first apply cost-reimbursement grant resources to such
programs, followed by categorical block grants and then by general
receipts.

When a disbursement in govermmental funds can be paid using either
regstricted or unrestricted resources, the City's policy is generally
to first apply the disbursement toward restricted fund balance
and then to less-restrictive classifications—committed, assigned
and then unassigned fund balances.

Proprietary funds distinguish operating receipts and disbursements
from non-operating items. Operating receipts and disbursements
generally result from providing services and producing and deliver—
ing goods in connection with a proprietary fund's principal ongoing
operations. All receipts and dishursements not meeting this de-
finition are reported as non—operating receipts and disbursements.

Governmental Cash Basis Fund Balances

In the governmental fund financial statements, cash basis fund
balances are classified as follows:

Nonspendable - Amounts which cannot be spent because they are
legally or contractually required to be maintained intact.

Restricted - Amounts restricted to specific purposes when con-
straints placed on the use of the resources are either externally
imposed by creditors, grantors, or state or federal laws or
imposed by law through constitutional provisions or enabling
legislation.
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Committed - Amounts which can be used for specific purposes
pursuant to constraints formally imposed by the Council through
ordinance or resolution approved prior to year end.

Unassigned — All amounts not included in other spendable clas—
sifications,

E. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as
Required Supplementary Information.

Cash and Pooled Investments

The City's deposits in banks at June 30, 2011 were entirely covered
by federal depository insurance or by the State Sinking Fund in ac—
cordance with Chapter 12C of the Code of Iowa. This chapter provides
for additional assessments against the depositories to insure there
will be no loss of public funds.

The City is authorized by statute to invest public funds in obligations
of the United States govermment, its agencies and instrumentalities;
certificates of deposit or other evidences of deposit at federally
insured ‘depository institutions approved by the City Council; prime
eligible bankers acceptances; certain high rated commercial paper;
perfected repurchase agreements; certain registered open—end management
investment companies; certain joint investment trusts; and warrants
or improvement certificates of a drainage district.

The Guttenberg Municipal Hospital includes the Community Foundation.
Disclosures about the Foundation's investments are included in the
Guttenberg Municipal Hospital's financial statements.

Long Term Debt

General Obligation Bonds and Notes

Annual debt service requirements to maturity for general obligation
bonds and notes at June 30, 2011 are as follows:
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Year General Obligation General Obligation

Ending Bonds Notes Total

June 30, Principal Interest  Principal Interest Principal Interest
2012 $ 270,000 65,352 100,000 20,178 370,000 85,530
2013 155,000 59,123 105,000 16,152 260,000 75,275
2014 165,000 54,710 110,000 11,848 275,000 66,558
2015 170,000 49,660 110,000 7,255 280,000 56,915
2016 175,000 44,125 . 60,000 2,580 235,000 46,705

2017-2021 575,000 153,322 - - 575,000 153,322

2022-2024 405,000 35,350 - - 405,000 35,350
Total $ 1,915,000 461,642 485,000 58,013 2,400,000 519,655

Sewer Revenue Bonds

On September 10, 2008, the City entered into a State Revolving Fund loan
and disbursement agreement with the Towa Finance Authority, the Towa
Department of Natural Resources and Wells Fargo Bank Iowa, N.A. (Trustee)
for the issuance of $ 600,000 of sewer revenue bonds with interest at
3% per annum. The bonds were issued pursuant tc the provisions of Section
3B4.24A and 384.83 of the Code of Iowa for the purpose of paying the
cost of constructing improvements and extensions to the City's sewer
system. Upon request, the Trustee will reimburse the City for costs
as they are incurred. At June 30, 2011, the City had drawn $ 543,000,
including a $ 6,000 initiation fee, of the $ 600,000 authorized and made
principal payments of $ 67,000 and interest payments of $ 29,712, leaving
a principal balance of $ 499,000 at June 30, 2011. Wells Fargo Bank
Towa, N.A. has the remaining balance of § 47,000 held in trust, which
the City will request as the project progresses. A formal repayment
schedule has not been adopted for the debt.

The City has pledged future sewer customer receipts, net of specified
operating disbursements, to repay the $ 600,000 of sewer revenue bonds
issued on September 10, 2008 with interest at 3% per annum. The agreement
also requires the City to annually pay & .25% servicing fee on the out-—
standing principal balance. The bonds are payable solely from sewer

customer net receipts. For the current year, principal and interest
paid and total customer net receipts were § 37,970 and $ 92,462 respect-—
ively.

The resolution providing for the issuance of the sewer revenue bonds in-
cludes the following provisions:

(a) The bonds will only be redeemed from the future earnings of the

enterprise activity and the bond holders held a lien on the fotuee
earnings of the funds.
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(b) The rents, rates and other charges shall be at least sufficient
to meet the operation and maintenance expenses of the sewer system
and to produce and maintain net revenues at a level not less than
110% of the amount of principal and interest on the revenue honds.

On September 29, 2010, the City entered into a State Revolving Fund
loan and disbursement agreement with the Iowa Finance Authority, the
Iowa Department of Naturzl Resources and Wells Fargo Bank Towa, N.A.
(Trustee) for the issuance of § 1,267,000 of sewer revenue bonds with
interest at 3% per annum. The bonds were issued pursuant to the pro-
visions of Section 384.24A and 384.83 of the Code of Towa for the pur-—
pose of constructing improvements and extensions to the City's sewer—
system. Upon request, the Trustee will reimburse the City for costs
as they are incurred. At June 30, 2011, the City had drawn $ 681,907,
including a § 12,670 initiation fee, of the $ 1,267,000 authorized
and made interest payments of $ 7,755. Wells Fargo Bank Towa, N.A.
has the remaining balance of $ 585,093 held in trust, which the City
will request as the project progresses. A formal repayment schedule
has not been adopted for the debt.

The City has pledged future sewer customer receipts, net of specified
- operating disbursements, to repay the $ 1,267,000 of sewer revenue
bonds, issued on September 29, 2010 with interest at 3% per annum,
The agreement also requires the City to annually pay a .25% servicing
fee on the outstanding balance. The bonds are payable from sewer cust-
omer net receipts. For the current year, principal and interest paid
and total customer net receipts were $ 7,755 and $§ 92,462, respectively.

The resolution providing for the issuance of the sewer revenue bonds
include the following provisions:

(c¢) The bonds will only be redeemed from the future earnings of the

enterprise activity and the bond holders hold a lien on the future
earnings of the funds.

(b) The rents, rates and other charges shdall be at least sufficient
to meet the operation and maintenance expenses of the sewer system
and to produce and maintain net revenues at a level not less than
110% of the amount of principal and interest on the revenue bonds.

‘Water Revenue Bonds

On September 29, 2010, the City entered into a State Revolving TFund
loan and disbursement agreement with the Iowa Finance Authority, the
lowa Department of Natural Resources and Wells Fargo Bank Iowa, HN.A,
(Trustee) for the issuance of $ 702,000 of water revenue bonds with




interest at 3% per annum. The bonds were issued pursuant to the pro—
visions of Sections 384.24A and 384.83 of the Code of Iowa for the
purpose of paying the cost of construction improvements and extensions
to the City's water system. Upon request, the Trustee will reimburse
the City for costs as they are incurred. At June 30, 2011, the City
had drawn $ 372,737, including a $ 7,020 initiation fee, of the
$ 702,000 authorized and made principal payments of § 25,000 and in-
terest payments of $ 4,704, leaving a principal balance of $ 347,737
at June 30, 2011. Wells Fargo Bank Iowa, N.A. has the remaining balance
of § 329,263 held in trust, which the City will request as the project

progresses. A formal repayment schedule has not been adopted for the
debt.

The City has pledged future water customer receipts, net of specified
operating disbursements, to repay the $ 702,000 of water revenue bonds
issued on September 29, 2010 with interest at 3% per annum., The agree-
ment also requires the City to annually pay a .25% servicing fee on
the outstanding principal balance. The bonds are payable solely from
water customer net receipts. For the current year, principal and in-

terest paid and total customer net receipts were $ 29,704 and $ 150,075,
respectively,

The resolution providing for the issuance of the water revenue bDhonds
includes the following provisions:

(a) The bhonds will only be redeemed from the future earnings of the

enterprise activity and the bond holders hold & lien on the future
earnings of the funds.

(b) The rates and other charges shall be at least sufficient to meet
the operation and maintenance expenses of the water system and
to produce and maintain net revenues at a level not less than
110% of the amount of principal and interest on the revenue bonds.

Guttenberg Municipal Hospital Revenue Bonds:

Long~term debt maturities are as follows:

Year Ending June 30, - Principal Interest Total
2012 $ 245,880 803,305 1,049,185
2013 399,234 791,557 1,190,791
2014 416,801 774,848 1,191,649
2015 434,606 757,283 1,191,889
2016 452,657 738,865 1,191,522

2017-2021 2,234,500 3,392,057 5,626,557
2022-2026 2,292,523 2,848,039 5,140,562
2027-2031 2,999,775 2,150,040 5,149,815
2032-2036 - 3,365,529 1,197,001 4,562,530
2037-2041 1,327,826 721,674 2,049,500
2042-2046 1,598,885 450,615 2,049,500
2047-2050 1,498,592 128,507 1,627,099

$ 17,266,808 14,753,791 32,020,599
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(4) Pension and Retirement Benefits

(53

(6)

The City contributes to the Iowa Public Employees Retirement System
(IPERS), which is a cost-sharing multiple-employer defined benefit
pension plan administered by the State of Iowa. IPERS provides retire-
ment and death benefits which are established by state statute to plan
members and beneficiaries. IPERS issues a publicly available financial
reéport that includes financial statements and required supplementary
information. The report may be obtained by writing to IPERS, P.0.
Box 9117, Des Moines, Towa 50306-9117.

Most regular plan members were required to contribute 4.50% of their
annual covered salary and the City is required to contribute 6.95%
of covered salary. Certain employees in special risk occupations and
the City contribute an actuarially determined contribution rate. Con—
tribution requirements are established by state statute. The City's
contributions to IPERS for the year ended June 30, 2011 were $ 48,771
equal to the required contributions for the year. The Guttenberg Mu-
nicipal Hospital's contributions to IPERS for the year ended June 30,
2011 were $ 235,956 equal to the required contributions for the year.

Other Post Employment Benefits (OPEB)

Plan Description - The City operates a single—employer health benefit
plan which provides medical/prescription drug henefits for employees
and retirees and their spouses. There are 14 active and 1 retired
member in the plan., Retired participants must be age 55 or older at
retirement.

The medical/prescription drug benefits are provided through a fully
insured plan with Medical Associates HMO. Retirees under age 65 pay
the same premium for the medical/prescription drug benefits as active
employees. '

Funding Policy - The contribution requirements of plan members are
established and may be amended by the City. The City currently finances
the benefit plan on a pay-as-you—go bhasis. The most recent active
member monthly premiums for the City and plan members are $ 442 for
single coverage and $1,258 for family coverage., The same monthly pre-
miums apply to retirees. For the year ended June 30, 2011, the City
contributed $ 148,091 and plan members eligible for benefits contributed
$ 9,135 to the plan.

Compensated Absences

City employees accumulate a limited amount of earned but unused vacation
and sick leave hours for subsequent use or for payment upon terminationm,
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retirement or death. These accumulations are not recognized as dis-
bursements by the City until used or paid. The City's approximate
liability for earned vacation and sick leave payable to employees at
June 30, 2011, primarily relating to the General Fund, is as follows:

Type of Benefit Amount

Vacation $ 31,000

Sick leave 39,000
Total $ 70,000

This liability has been computed based on rates of pay in effect at
June 30, 201i1.

(7) Interfund Transfers

The detail of interfund transfers for the year ended June 30, 2011
is as follows:

Transfer to Transfer from Amount
General Interprise:
' Electric ' $ 180,128
Special Revenue: - Special Revenue:
Revolving Loan Guttenberg Economic and
Industrial Development
Committee _ 29,286

Guttenberg Economic
and Industrial Develcpment

Committee Revolving Loan 180,000

Debt Service Special Revenue:
Local Option Sales Tax 125,666
Urban Renewal Tax Increment 94,716

Enterprise:

Water 25,888
246,270

Enterprise: ' Special Revenue:
Electric . Urban Renewal Tax Increment 100,000
Total $ 735,684
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Transfers generally move resources from the fund statutorily required
to collect the resources to the fund statutorily required to disburse
the rescurces.

Leases

The Guttenberg Municipal Hospital leases certain equipment under non-
cancellable long-term lease agreements. The leases have been recorded
as operating leases. Total equipment rental expense for the operating
leases for the year ended June 30, 2011 was § 263,312.

Minimum future lease payments for operating leases are as follows:

Year Ending June 30,

2012 $ 262,708
2013 251,818
2014 250,828
2015 250,828
2016 104,512
Total minimum future lease payments $ 1,120,694

Related Party Transactions

The City had business transactions between the City and City officials
totaling $ 31,892.

Risk Management

The City is exposed to various risks of loss related to torts; damage
to and destruction of assets; errors and omissions; injuries to em—
ployees; and natural disasters. These risks are covered by the purchase
of commercial insurance. The City assumes liability for any deductibles
and claims in excess of coverage limitations. Settled claims from
these risks have not exceeded commercial insurance coverage in the
past fiscal year.

The Guttenberg. Municipal Hospital is exposed to various risks of loss
related to torts; theft of, damage to and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. These
risks are covered by the purchase of commercial insurance purchased
from independent third parties. The Hospital assumes liability for
any deductibles and claims in excess of coverage limitations. Settled
claims from these risks have not exceeded commercial insurance coverage
for the past three fiscal years.
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Also, the Hospital has malpractice insurance coverage to provide pro-—
tection for professional liability losses on a claims-made basis subject
to a limit of $ I million per claim and an annual aggregate limit of
$ 3 million. Should the claims-made policy not be renewed or replaced
with egquivalent insurance, claims based on occurrences during its term,
but reported subsegquently, will be uninsured.

Deficit Balances

At June 30, 2011, the Capital Projects Fund had a deficit halance of
$ 357,229. The deficit balance was a result of project cost incurred
prior to availability of funds. The deficit will be eliminated upon
receipt of bond proceeds and federal grants.

Contingencies

Litigations, Claims, and Other Disputes

The Guttenberg Municipal Hospital is subject to the usual contingencies
in the normal course of operations and relating to the performance
of its tasks under its various programs. In the opinion of management,
the ultimate settlement of litigations, claims, and disputes in process
will not be material to the financial position of the Hospital.

Health Care Legislation and_Regulation

The health care industry is subject to numerous laws and regulations
of federal, state, and local governments. These laws and regulations
include, but are not necessarily limited to, matters such as licensure,
accreditation, and government health care program participation require-
ments, reimbursement for patient services, and Medicare and Medicaid
fraud and abuse. Recently, government activity has increased with
respect to investigations and allegations concerning possible violations
of fraud and abuse statutes and regulations by health care providers.
Violation of these laws and regulations could result in expulsion from
government health care programs together with the imposition of signi-
ficant fines and penalties, as well as significant repayments for pat—
ient services previously billed.

Concentration of Credit Risk
Guttenberg Municipal Hospital grants credit without collateral to its
patients, most of whom are insured under third-party payor agreements.

The mix of recievables from third-party payors and patients at June
30, 2011 is as follows:
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2011

Medicare 35%
Medicaid : 3%
Commercial and Other Insurance 39%
Other Third-Party Payors and Patients 23%

100%

Constroction Commitments

The City has entered into construction contracts totaling $ 2,431,407
for the Riverfront Development and Marina and Wastewater Treatment
Plant projects. As of June 30, 2011, $ 2,140,939 had been paid on
the contracts. The remaining $ 290,468 will be paid as work progresses
on these projects.

Subsequent Events

In December, 2011 the City purchased a John Deere endloader for ap-
proximately $ 122,000.
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REQUIRED SUPPLEMENTARY TINFORMATION
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CITY OF GUTTENBERG
BUDGETARY COMPARISON SCHEDULE ;
OF RECETPTS, DISBURSEMENTS AND CHANGES IN BALANCES-—
BUDGET AND ACTUAL {CASH BASIS)-ATT. GOVERNMENTAL AND PROPRIETARY FUNDS
REQUIRED SUPPLEMENTARY INFORMATION
Year Ended June 30, 2011

Less
Governmentel Proprietary Funds not Final to
Funds Funds Required to Budgeted Amcunts Total
Actual Actual be Budgeted Total Original Final Variance
Receipts:
Property tax 5 941,702 - . - 941,702 043,526 943,326 (1,824)
Tax increment financing 124,706 - - 124,706 131,187 131,187 (6,481)
Other city tax 192,948 - - 192,948 178,836 178,836 14,112 ;
Licenses and permits 7,200 - - 7,200 18,035 18,035 {10,835) ' j
Use of praperty and money 121,443 3,825 (60,520) 64,748 69,375 69,375 (4,627) i
Intergovernmental 1,310,715 500,300 - 1,810,715 1,302,063 1,302,063 508,652
Charges for service 257,618 3,030,416 - 3,288,034 2,770,710 2,770,710 517,324
Special assessments 5,855 - - 5,955 8,000 8,000 (2,045)
Miscellaneous 63,541 3,465 {10,000) 59,006 53,500 . 53,500 5,506
Total receipts 3,025,828 3,539,706 {70,520) 6,485,014 5,475,232 5,475,232 1,019,782
Disbursements:
Public safery 485,617 - - 485,617 568,044 768,044 282,427
Public works ) 395,843 - - 395,843 522,794 522,794 126,951
Health and social services 5,613 - - 5,613 2,750 6,750 1,137
Culture and recreation 355,651 - - 355,651 369,665 385,665 30,014 :
Community end economic
development 260,072 - {232,318} 27,754 224,500 224,500 196,746 !
General government 226,101 - - 226,101 234,871 256,871 30,770 ;
Debt service 521,336 - - 521,338 474,586 544,370 23,034 ,
Capital projects 2,151,252 - - 2,151,252 2,297,627 2,297,627 146,375
Business type activities - 3,879,467 = 3,879,467 3,932,010 4,432,010 552,543
Total disbursements 4,401,485 3,879,467 {232,318) 8,048,634 8,626,847 9,438,631 1,389,997
Deficiency of receipts under |
disbursements (1,375,657} (33%,761) 161,798 (1,553,620) (3,151,615) {3,963,399) 2,409,779
Other financing sources, net 478,753 492,651 {150,714) 820,690 2,883,500 2,802,81¢ (2,072,129) 7
Excess (deficiency} of receipts
and other financing sources
over (under) disbursements
and other financing uses (896,904) 152,800 11,084 (732,930 (266,115  (1,070,580) 337,650
Balances beginning of year 2,022,800 799,954 {86,834) 2,735,920 1,010,321 2,768,012 (32,002)
Balances end of year § 1,125,896 952,844 (75,750) 2,002,990 744,206 1,687,432 305,558

See accompanying independent auvditor's report and notes to required supplementary
information-budgetary reporting.
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CITY OF GUTTENBERG
Notes to Required Supplementary Infermaticn—Budgetary Reporting

June 30, 2011

The budgetary comparison is presented as Required Supplementary Information
in accordance with Governmental Accounting Standards Board Statement No.
41 for govermments with significant budgetary perspective differences re-
sulting from not being able to present budgetary comparisons for the General
Fund and each major Special Revenue Fund.

In accordance with the Code of Iowa, the City Council annually adopts a budget
on the cash basis following required public notice and hearing for all funds
except the Internal Service Fund. The annual budget may be amended during
the year utilizing similar statutorily prescribed procedures.

Formal and legal budgetary control is based upon nine major classes of dis—
bursements known as functions, not by fund. These nine functions are: public
safety, public works, health and social services, culture and recreation,
comminity and economic development, general government, debt service, capital
projects and business type activities. Function disbursements required to
be budgeted include dishursements for the General Fund, the Special Revenue
Funds, the Debt Service Fund, the Capital Projects Fund, the Petrmanent Fund
and the Fnterprise Funds. Although the budget document presents function
disbursements by fund, the legal level of control is at the aggregated fun-—
ction level, not by fund. During the year, one budget amendment increased
budgeted disbursements by § 811,784. The budget amendment is reflected in
the final budgeted amounts.
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OTHER SUPPLEMENTARY INFORMATION
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CITY OF GUTTENBERG
SCHEDULE OF ACTIVITIES AND NET ASSETS-CASH BASIS
AGGREGATE DISCRETELY PRESENTED COMPCNENT UNITS
As of and for the Year Ended June 30, 2011

Program Receipts

Schedule 1

Discretely Presented
Component Ooits

Cperating Capital Aggregate
Grants, Grants, Digcretely
Contributions Contributions Guttenberg Guttenberg Presented
Charges for and Restricted and Restricred Municipal Firefighter's Component
Dishursements Service Interest Tntersst Hospital Associstion Units
Biscretely presented
nnm_uuumn_m ::wmmuwﬁ. al
tienber.
mcmﬁnmwm P § 26,626,521 8,812,797 351,522 396,534  (17,065,568) - (17,065,668)
Guitenberg Fire-
fighter's
Association 33,119 - 40,930 - - 7,811 7,811
Aggregate discretely
presented component
units $ 26,659,640 8,812,797 392,452 396,534  (17,065,668) 7,811 (17,057,857}
General receipts:
Unrestricted earniags
on investments 54,639 85 54,724
Bond proceeds 8,455,000 - 8,455,000
Miscellaneous 94,737 682 95,419
Sale of assets 20,600 - 20,600
Total general receipts 8,624,976 767 8,625,743
Change in cash basis net assets (8,440,692} 8,578 (8,432,114)
Cash basis net assets beginning of year 15,636,404 24,104 15,660,508
Cash basis net assets end of year 3 7,195,712 32,682 7,228,354
Cash basis net assets:
Restricted:
Nenexpendable:
Community Foundation -
Expendable: § 19,000 10,000
Debt service 2,855,128 _ 2,855,128
mnnmmnWM_MMMnuCHvammm 334,311 - 324,311
3,896,273 32,682 4,028,995
Total cash basis net assets $ 7,195,712 32,682 7,998,304

See accompanying independent auditor's report.
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Schedule 2

__Special Revenue Ferransnt
Gut-tenberg
Tirban Economde and
Boad Reneval Industriast Cametery
Use Tax Project  Library Cuttenberg  Watershed Teveloprent  Perpetual
Tax Increment FEnergy  Share Trust Relief Tmprovement  Committes Care Total
Receipts:
Tex 4 t financing $ - 124,706 - - - - - - - § 124,706
Use of property and money - 710 - - - - 9 60,520 - 61,324
Intergovermmental 189,581 - - - - - 42,558 - - 232,539
Miscellansous - - 150 100 - - - 10,000 1,625 11,905
Total receipts 189,581 135 516 180 100 - - 43,052 70,520 1,625 430,474
Dishursements:
?Wﬁnldm vorks 152,228 - - - - - - - - 152,228
Health and social services - - - - - e - - - 149
Commurity and econonic developrent: - - - - - - - 232,318 - 232,318
Capital projects - - - - = - 35,133 - - 35,133
Total dishursements 152,998 - = — - 148 35,133 232,318 - 419,828
Excess (deficiency) of receipts
over (under) disbursements 37,353 125,416 180 100 - (149) 7,918 {161,798) 1,625 10,645
Cther financing sources (uses);
Operating transfers in - - - - - - - 180,000 - 180,000
Operating transfers our - (19,716} - - - - - (29,286) - {224,002)
Totsl other financing sources (uses): ~  {1%4,716) - - - - - 150,714 - (44,002)
Ixcess (deficiency) of receipts and
other financing sources over (under)
disburserents and other Einancing uses 37,353 (69,300) 180 10 - {149) 7,919 (11,084) 1,625 (33,336)
Balance beginning .of year 50,633 167,78 1,06 4] 3,752 322 18,247 86,834 BL,52% 410,196
Ealance end of year $ 87,986 05,498 1,186 180 3.752 173 25,166 75,750 83,148 376,840
Cash Pasis Fund Balances:
Men—spendable:
Cenetery perpetuzl cere 3 - - - - - - - - 83,148 83,149
Restricted for:
Urban renswal purposes - 98,498 - - - - ~ - - 88,498
Streets 87,98 - - - - - - - - 87,986
Vatershed improvement - - - - - - 26,166 - - 26,166
.oEEHEu. and econcmic development - - - - - - - 75,750 - 75,750
Other purposes - - 1,18 180 3,752 173 - - e 5,201
$ 87,986 93,498 1,18 180 3,752 173 26,166 75,750 83,149 376,840

See accompanying independent auditor's report.,
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Schedule 3

CITY OF GUTTENBERG
SCHEDULE OF INDEBTEDNESS
Year Ended June 33, 2011

Amount Balance Igsued Redeemed Balance
- Date of Interest Originally Beginning During During End of Interest
Obligation Issue Rates Issued of Year Year Year Year Paid

Primary Government
General obligation notes:

Fire equipment Jun 29, 2005 3,658 % 72,000 12,835 - 12,835 - 468 ",
Water improvement
and refunding Nov 1, 2005 3.90-4.30 475,000 265,000 - 50,000 215,C¢00 10,880
Corporate purpose Mar 15, 2006 3.95-4.,30 490,000 320,000 - 50,000 270,000 13,223
Taotal $ 597,835 - 112,835 485,000 24,571
General obligation bonds:
Corporate purpose Nov 14, 2007 3.80-4.,102 § 450,000 375,000 - 35,000 320,000 14,910
Harina May 15, 2009 1,60-4.40 1,625,000 1,555,000 - 80,000 1,475,000 51,533
Refunding Jun 1, 2009 1.60-1.90C 355,000 240,000 - 120,000 120,000 4,200
Total $ 2,170,000 = 255,000 1,915,000 70,643
Urban renewal tax increment
financing (TIF} revenue .
notes . Jun 1, 2007 5.50% % 72,052 53,695 - 53,695 - 2,342 . i
Revenue bonds: ) ;
Sewer Sep 10, 2008 3.008 $ 543,000 499,000 - 23,000 476,000 14,570
Sewer Sep 29, 2010 3,00 1,267,000 83,240 598,667 - 681,907 7,755
Water Sep 29, 2010 3.00 702,000 - 372,737 25,000 347,737 4,704
Total § 582,240 971,404 48,000 1,505,644 27,429

Discretely Presented Component Unit
Revenue bonds:

Hospital Dec 21, 1908 2,232 1,699,200 920,19¢ - 107,427 812,763 19,322
Hospital Dec 23, 1908 2.80 949,700 543,001 - 56,179 456,822 14,418
Hospital Oct 1, 2009 5.78 6,845,000 6,845,000 - - 6,845,000 555,592

Hospital Oct 1, 2009 8,33 761,000 761,000 - - 761,000 64,913
$ 9,069,191 - 163,606 8,905,585 654,155

USDA direct loan

revenue bonds Dec 1, 2010 3.95% $ 8,455,000 - 8,455,000 93,777 8,361,223 157,652
Revenue bond anticipation
notes Dec 1, 2000 1,502 $ 7,602,280 7,602,280 - 7,602,280 - 57,017

See accompanying independent auditor's reporc,
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CITY OF GUITENBERG
BOND AND NOTE MATURITIES-PRIMARY GOVERNMENT
June 30, 2011

General Obligation Notes

Schedule &

Water Improvement General
and Refunding Corporate Purpose

Year TIssued Nov 1, 2005 Issued Mar 15, 2006

Ending Interest Interest

June 30, Rates Amount Rates Amount Totral
2012 4,00% $ 50,000 4,05% $ 50,000 100,000
2013 4.10 55,000 4.10 50,000 105,000
2014 4,20 55,000 4,15 55,000 110,000
2013 4.30 55,000 4.20 55,000 110,000
2016 - 4.30 60,000 60,000

$§ 215,000 $ 270,000 485,000
General Obligation Bonds
General
Corporate Purpose Marina Refunding

Yedr Issued Nov 15, 2007 Tssued May 15, 2009 Tasued Jun 1, 2009

Ending Interest Interest ILnterest

June 30, Rates . _Amgunt Rates Amount Rates Amount Total
2012 3,90% $ 55,000 1.90%8 5 95,000 1,90% 3 120,000 270,000
2013 3.85 60,000 2.15 95,000 - 155,000
2014 4,00 65,000 2.45 100,000 - 165,000
2015 4,05 70,000 2.70 10G,000 - 170,000
2016 &.10 70,000 2,95 145,000 - 175,000
2017 - 3.15 105,000 - 105,000
2018 - 3.40 110,000 - 110,00C
2019 - 3.65 115,000 - 115,000
2020 - 3.85 120,000 - 120,000
2021 - 4,00 125,000 - 125,000
2022 - 4,15 130,000 - 130,000
2023 - T 4,25 135,000 - 135,000
2024 - 4,40 140,000 - 140,000

§ 320,000 \ $ 1,475,600 $ 120,000 $ 1,915,000

See accompanying independent auditer's report.
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Schedule 5

CITY OF GUTTENBERG
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2011

Agency
CFDA Pass-through Program
Grantor/Program Number Number Expenditure

Direct:
U.S. Department of Commerce,
Economic Development Administration
Investment for Public Works and
Economic Development Facilities 11.300

$ 792,867

Indirect:
U.S. Department of Housing and Urban
Development:
Towa Department of Economic
Development:
Community -Development Block
Grants/State's Program and
Non~Entitlement Grants in Hawaii 14,228 09-WS-024 155,689

U.5. Department of the Interior, U.S.
Fish and Wildlive Service
Towa Department of Natural Resources
Boating Infrastructure Grant 15.622 FY-08-GT2 64,517

Total : $ 1,013,073

Basis of Presentation — The Schedule of Expenditures of Federal Awards in-—
cludes the federal grant activity of the City of Guttenberg and is presented
in conformity with an other comprehensive hasis of accounting. The inform-—
ation in this schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non—Profit Organ—
izations. Therefore, some amounts presented in this schedule may differ

from amounts presented in, or used in the preparation of, the basic financial
statements,

See ‘accompanying independent auditor's report.
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Dytetz, Donald & Company

CERTIFIED PUBLIC ACCOUNTANTS

STEVEN S. CLAUSEN, CPA
124A Main « P.O. Box 359

Elkader, Iowa 52043

{563) 245-2154 « (800) 310-21354

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Council:

We have audited the accompanying financial statements of the govermmental
activities, the business type activities, the aggregate discretely presented
component units, each major fund and the aggregate remaining fund information
of the City of Guttenberg, Iowa, as of and for the year ended June 30, 2011,
which collectively comprise the City's basic fipancial statements listed
in the table of contents, and have issued our report thereon dated March
16, 2012. Our report on the financial statements, which were prepared in
conformity with an other basis of accounting, expressed qualified opinions
since we were not able to satisfy ourselves as to the distribution by activity
of the cash basis net assets and by fund of the cash balances at July 1,
2010. Except as noted in the Independent Auditor's Report, we conducted
our audit in accordance with U.S. generally accepted auditing standards and
the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Guttenberg's
internal control over financial reporting as a bhasis for designing our audit—
ing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing our opinion on the effect-—
iveness of the City of Guttenmberg's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the City
of Guttenmberg's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a
control does not allow management or employees in the normal course of per-
forming their assigned functions, to prevent, or detect and correct misstate~
ments on a timely basis. A material weakness is a deficiency, or combination
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of deficiencieg, din internal control such that there is a reasonable pos-
sibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the
limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined
above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Gutten—
berg's financial statements are free of material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, con—
tracts and grant agreements, non—compliance with which could have a direct
and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not
an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of non-—compliance or other
matters that are required to be reported under Government Auditing Standards.
However, we noted certain immaterial instances of non-compliance or other
matters that are described in the accompanying Schedule of Findings and Ques-
tioned Costs. '

Comments involving statutory and other legal matters about the City's opera-—
tions for the year ended June 30, 2011 are based exclusively on knowledge
obtained from procedures performed during our audit of the financial state-—
ments of the City. Since our audit was based on tests and samples, not all
transactions that might have an impact on the comments were necessarily audit-
ed. The comments involving statutory and other legal matters are not intended
to constitute legal interpretations of those statutes.

The City of Guttenberg's responses to findings identified in our audit are
described in the accompanying Schedule of Findings and Questioned Costs.
While we have expressed our conclusions on the City's responses, we did not
audit the City of Guttenberg's responses and, accordingly, we express no
opinion on them.

This report, a public record by law, is intended solely for the information

and use of the officials, employees and citizens of the City of Guttenberg
and other parties to whom the City of Guttenberg may report, including federal
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awarding agencies and pass—through entities, and is not intended to be and
should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended
to us by personnel of the City of Guttenberg during the course of our audit.
Should you have any questions concerning any of the above matters, we shall
be pleased to discuss them with you at your convenience.

Elkader, Iowa | - .41/?nh4b£;{g C::ﬁjjgif

March 16, 2012 Diets Donald and Company
' FEIN 42 -1172392
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Donald & Company

CERTIFIED PUBLIC ACCOUNTANTS

STEVEN S. CLAUSEN, CPA
124A Main * P.O. Box 359

Elkader, lowa 52043

(563) 245-2154 = (800) 310-2154

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERTAL EFFECT ON EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Mayor and
Members of the City Council:

Compliance

We have audited the compliance of the City of Guttenberg, Iowa, with the
types of compliance requirements described in the OMB Circular A-133 Com—
pliance Supplement that could have a direct and material effect on the City
of Guttenberg's major federal program for the year ended June 30, 2011.
The City of Guttenberg's major federal program is identified in Part I of
the accompanying Schedule of Findings and Questioned Costs. Compliance with
the requirements of laws, regulations, contracts, and grant agreements ap—
plicable to its major federal program is the responsibility of the City of
Guttenberg's management. Our responsibility is to express an opinion on
the City of Guttemberg's compliance based on our audit.

We conducted our audit of compliance in accordance with U.S. generally ac-—
cepted auditing standards, the standards applicable to financial audits con-
tained in Government Auditing Standards, issued by the Comptroller General
of the United States, and OMB Circular A-133 Audits of States, Local Govern-—
. ments, and Non—Profit Organizations. Those standards and OMB Circular A-
133 require that we plan and perform the audit to obtain reascnable assurance
about whether noncompliance with the types of compliance requirements referred
to above could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the
City of Guttenberg's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe
that our auvdit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination of the City of Guttenberg's compliance
with those requirements.

In our opinion, the City of Guttenberg complied, in all material respects,
with the compliance requirements referred to above that could have a direct
and material effect on each of its major federal program for the year ended
June 30, 2011.
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Internal Control over Compliance

Management of the City of Guttenberg is responsible for establishing and
maintaining effective internal control over compliance with the requirements
of laws, regulations, contracts, and grant agreements applicable to federal
programs. In planning and performing our audit, we considered the City of
Guttenberg's internal control over compliance with the requirements that
could have a direct and material effect on a major federal program to deter—
mine the auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accord-
ingly, we do not express an opinion on the effectiveness of the City of Gut-
tenberg's internal control over compliance.

A deficiency in internal control over compliance exists when the design or
operation of a control over compliance does not allow management or employees,
in the normal course of performing their assigned functioms, to prevent,
or detect and correct, noncompliance with a type of compliance requirement
of a federal program on a timely basis. A material weakness in internal
contrel over compliance dis a deficiency, or combination of deficiencies,
in intermal control over compliance, such that there is a reascnable pos—
gibility that material noncompliance with a type of compliance reguirement
of a federal program will not be prevented, or detected and corrected, on
a timely basis.

Our consideration of internal control over compliance was for the limited
purpose described in the first paragraph of this section and was not designed
to identify all deficiencies in internal control over compliance that might
be deficiencies, significant deficiencies, or material weaknesses. We did
not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above.

The City of Guttenberg's responses to the findings identified in our audit
are described in the accompanying Schedule of Findings and Questioned Costs.
While we have expressed our conclusions on the City's responses, we did not
audit the City of Guttenberg's responses and, accordingly, we express no
opinion on them.

This report, a public record by .law, is intended solely for the information
and use of the officials, employees and citizens of the City of Guttenberg
and other parties to whom the City of Guttenberg may report, including federal
awarding agencies and pass-through entities, and is not intended to he and
should not be used by anyone other than these specified parties.

LDt LG omna i} ,
Elkader, Iowa Dietz& Donald and Company )
March 16, 2012 EIN 42-1172392
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CITY OF GUTTENBERG
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2011

Part I - Summary of the Independent Auditor's Results:

(a)

~(b)

(c)

(d)

(e)

(f)

(2)
(h)

(1

Qualified opinions were issued on the financial statements which
were prepared on the basis of cash receipts and disbursements, which
is a comprehensive basis cof accounting other than U.S. generally
accepted accounting principles.

No material weaknesses relating to the audit of the financial state-
ments are reported in the Independent Auditor's Repert on Intermal
Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance
with Government Auditing Standards.

No instances of noncompliance material to the financial statements
of the City of Guttenberg were disclosed during the audit.

No material weaknesses relating to the audit of the major federal
award program are reported in the Independent Auditor's Report on
Compliance with Requirements that Could Have a Direct and Material
Effect on Each Major Program and on Internal Control over Compliance
in Accordance with OMB Circular A-133.

- An ungqualified opinion was issued on compliance with requirements

applicable to the major program.

The audit disclosed no audit findings that are required to be report-—
ed in accordance with Office of Management and Budget Circular
A-133, Section .510(a).

The major program was CFDA Number 11.300, Investment for Public

Works and Economic Development Facilities.

The dollar threshold used to distinguish between Type A and Type
B programs was $ 300,000.

The City of Guttenberg did not qualify as a low-risk auditee.
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CITY OF GUITENBERG
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2011

Part II - Findings Related to the Financial Statements:

INTERNAL CONTROL DEFICTIENCIES:

No material weaknesses were identified.
INSTANCES OF NON-COMPLIANCE:

No matters were noted.

Part IIT - Findings and Questioned Costs for Federal Awards:

INSTANCES OF NON-COMPLIANCE:
No matters were noted.
INTERNAL CONTROL DEFICIENCIES:
No material weasknesses were identified.

Part IV - Other Findings Related to Required Statutory Reporting:

IV-A-11 Certified Budget - Disbursements for the year ended June 30, 2011,
did not exceed the amounts budgeted.

IV-B-11 Questionable Disbursements — We noted no disbursements for parties,
banquets, or other entertainment for employees that we believe
may constitute an unlawful expenditure from public funds as defined
in an Attorney General's opinion dated April 25, 1979.

IV-C~11 Travel Expense — No disbursements of City money for travel expenses
of spouses of City officials or employees were noted.

IV-D-11 Business - Transactions - Business Transactions between the City
and City officials or employees are detailed as follows:

Name, Title, and Transaction
Business Connection Description Amount

Steve Friedlein, Council
Member, employee Kann
Manufacturing Dump Truck $ 20,848

Julie Zittergruen, Deputy

Clerk/Assistant City Manager,

brother owns Fassibinder

Small Engines Repair and maintenance 2,044
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TV-E-11

IvV-F-11

IV-G-11

Iv-H-11

IV-I-11

CITY OF GUTTENBERG
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2011

In accordance with Chapter 362,5(11) of the Code of Iowa, the
transactions with Julie Zittergruen do not appear to represent
a conflict of interest since total transactions were less than
$ 2,500 during the fiscal year. The transactions withKanno Man-
ufacturing may represent a conflict of interest since the total
transactions were more than $ 2,500.

Recommendation — The City should consult legal counsel to determine
the disposition of the payments to Kann Manufacturing.

Response — The City will consult legal counsel regarding payments
to Kann Manufacturing.

Conclusion — Response accepted.

Bond Coverage - Surety bond coverage of City officials and em-
ployees is in accordance with statutory provisions. The amount
of coverage should be reviewed annually to ensure the coverage
is adequate for current operations.

Council Minutes — No transactions were found that we believe should
have been approved in the Council minutes but were not.

Deposits and TInvestments - No instances of noncompliance with

the deposit and investment provisions of Chapter 12B and 12C of
the Code of Jowa and the City's investment policy were noted.

Revenue Bonds - No instances. of noncompliance with the revenue
bond resolution were noted.

Financial Condition - The Capital Projects Fund had a deficit

balance of $ 357,229 at June 30, 2011.

Recommendation -~ The City should investigate alternatives to elimi-

nate this deficit in order to return the fund to a sound Ffinancial
condition.

Response — The deficit was due to construction costs incurred

prior to receipt of bond proceeds and federal grant funds. The
deficit was subsequently eliminated.

Conclusion — Response accepted.
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